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OATH OR AFFIRMATION

Hubert Willman swear or affirm that to the best of my knowledge and belief the accompanying financial statement
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proprietary interest in any account classified solely as that of customer except as follows
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ERNST WINTTER ASSOCIATES Certified PublicAccountants

675 Ygnacio Valey Road Suite A200 925 933-2626

Fax 925 944-6333Walnut Creek CA 94596

Independent Auditors Report

To the Member

Martin Wolf Securities LLC

San Ramon CalifDrnia

Report on the Financial Statements

We have audited accompanying statement of financial condition of Martin Wolf Securities LLC the Company as of

December 31 2012 and the related statements of income changes in members equity and cash flows for the year then

ended that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes to the financial

statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with

accounting princilles generally accepted in the United States of America this includes the design implementation and

maintenance of irternal control relevant to the preparation and fair presentation of financial statements that are free from

material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit We conducted our audit in

accordance with auditing standards generally accepted in the United States of America Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement

An audit involve performing procedures to obtain audit evidence about the amounts and disclosures in the financial

statements The procedures selected depend on the auditors judgment including the assessment of the risks of material

misstatement of the financial statements whether due to fraud or error In making those risk assessments the auditor

considers internal control relevant to the Companys preparation and fair presentation of the financial statements in order to

design audit procedures that are appropriate in the circumstances but not for the
purpose of expressing an opinion on the

effectiveness of the Companys internal control Accordingly we express no such opinion An audit also includes evaluating

the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial position of

Martin Wolf Securities LLC as of December 31 2012 and the results of its operations and its cash flows for the year then

ended in accordance with accounting principles generally accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The information

contained in Schedules and II is presented for purposes of additional analysis and is not required part of the financial

statements but is supplementary information required by Rule 7a-5 under the Securities Exchange Act of 1934 Such

information is the responsibility of management and was derived from and relates directly to the underlying accounting and

other records used to prepare the financial statements The information in Schedules and II has been subjected to the

auditing procedures applied in the audit of the financial statements and certain additional procedures including comparing

and reconciling such information directly to the underlying accounting and other records used to prepare the financial

statements or to the financial statements themselves and other additional procedures in accordance with auditing standards

generally accepted in the United States of America In our opinion the information in Schedules and II is fairly stated in

all material respects in relation to the fmancial statements as whole

March 112013



Martin Wolf Securities LLC

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 1021984

Accounts receivable 85022

Notes receivable net of unamortized discount 49741

Prepaid expense 4989

Total Assets 1161736

Liabilities and Members Equity

Liabilities

Accounts payable and accrued expenses 1620

Due to mer-iber 20022

Total Liabilities 21642

Members Equity 1140094

Total Liabilities and Members Equity 1161736

See independent auditors report and accompanying notes



Martin Wolf Securities LLC

Statement of Income

For the Year Ended December 31 2012

Revenue

Investment banking fees 1758189

Investment income 759585

Interest nd other income 105623

Total Revenue 2623397

Expenses

Professional fees 18575

Operatirg expenses 16163

Total Expnses 134738

Net Income 2488659

See independent auditors report and accompanying notes



Martin Wolf Securities LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2012

December 2011 1141435

Distributions 2490000

Net income 2488659

December3l2012 1140094

See independent auditors report and accompanying notes



Martin Wolf Securities LLC

Statement of Cash Flows

For the Year Ended December 31 2012

Cash Flows from Operating Activities

Net incoilie 2488659

Adjustments to reconcile net income to net cash provided by operating activities

Amortization of discount on note receivable 18849

Increase decrease in

Accounts receivable 16478

Accrued interest on note receivable 800

Prepaid expenses 4989

Increase decrease in

Accounts payable and accrued
expenses 20928

Due to member 9374

Net Cash Provided by Operating Activities 2470545

Cash Flows from Investing Activities

Payment on note receivable 42901

Net Cash Provided by Investing Activities 42901

Cash Flows from Financing Activities

Distributions 2425000

Net Cash 1sed by Financing Activities 2425000

Net Increase in Cash and Cash Equivalents 88446

Cash and cash equivalents at beginning of year 933538

Cash and Cash Equivalents at End of Year 1021984

Non-Cash investing and Financing Activities

Investment distributed to member 65000

See independent auditors report and accompanying notes



Martin Wolf Securities LLC

Notes to the Financial Statements

December 31 2012

Organization

Martir Wolf Securities LLC the Company was organized as California limited liability company on June

25 1999 and terminates on June 25 2029 unless extended or terminated sooner The Company is wholly

owned subsidiary of Martin Wolf Associates Incorporated MWA and operates in San Ramon California

The Company is registered with the Securities and Exchange Commission as securities broker dealer and

engages
in

mergers and acquisition consulting primarily with high technology companies on fee basis

Significant Accounting Policies

Cash and Cash Equivalents

The Company considers all demand deposits held in banks and certain highly liquid investments with

original maturities of three months or less other than those held for sale in the ordinary course of business

to be cash equivalents

Accounts Receivable

The Company considers accounts receivable to be fully collectible and accordingly no allowance for

doubtful accounts has been provided Management reviews accounts receivable and amounts are charged to

operations when they are determined uncollectible

Note Receivable

Note receivable is stated at unpaid principal balance less an unearned discount The unearned discount on

th note receivable is recognized as income over the term of the note using the imputed interest method

Investment Banking Fees

Investment banking revenues are earned from providing merger and acquisition advisory services Revenue

is recognized when earned either by fee contract or the success of predetermined specified event and the

income is reasonably determinable Fees are earned in both cash and securities Fees earned in the form of

securities are valued at market

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues

and expenses during the reporting period Actual results could differ from those estimates and may have an

inTpact on future periods

Fnir Value of Financial Instruments

Unless otherwise indicated the fair values of all reported assets and liabilities that represent financial

instruments none of which are held for trading purposes approximate the cariying values of such

amounts

Income Taxes

The Company limited liability company is taxed as division of its sole member under the Internal

Revenue Code and similar state statute In lieu of income taxes the Company passes 100% of its taxable

income and
expenses to its sole member Therefore no provision or liability for federal or state income

taxes is included in these financial statements However the Company is subject to the annual California

LLC tax of $800 The Company is no longer subject to examinations by major tax jurisdictions for
years

before 2008



Martin Wolf Securities LLC

Notes to the Financial Statements

December 31 2012

Fair Value Measurements

The Fair Value Measurements Topic of the FASB Accounting Standards Codification establishes fair value

hierarchy that prioritizes the inputs to valuation techniques used to measure fair value The hierarchy gives the

highest priority to unadjusted quoted prices in active markets for identical assets or liabilities Level

measurements and the lowest priority to measurements involving significant unobservable inputs Level

measurements The three levels of the fair value hierarchy are as follows

Level Quoted prices unadjusted in active markets for identical assets or liabilities that the

Company has the ability to access at the measurement date

Level Inputs other than quoted prices included within Level that are observable for the asset

or liability either directly or indirectly

Level Unobservable inputs for the asset or liability

Determination of Fair Value

Under the Fair Value Measurements Topic of the FASB Accounting Standards Codification the Company
bases its fair value on the price that would be received to sell an asset or paid to transfer liability in an orderly

transaction between participants at the measurement date It is the Companys policy to maximize the use of

observable inputs and minimize the use of unobservable inputs when developing fair value measurements in

accordance with the fair value hierarchy Fair value measurements for assets and liabilities where there exists

limited or no observable market data and therefore are based primarily upon managements own estimates are

often calculated based on current pricing policy the economic and competitive environment the characteristics

of the asset or liability and other such factors Therefore the results cannot be determined with precision and

may not be realized in an actual sale or immediate settlement of the asset or liability Additionally there may be

inherent weaknesses in any calculation technique and changes in the underlying assumptions used including

discount rates and estimates of future cash flows that could significantly affect the results of current or future

value

Following is description of valuation methodologies used for assets and liabilities recorded at fair value and

for estLmating fair value for financial instruments not recorded at fair value

Cash and Cash Equivalents Short-term Financial Instruments Accounts Receivable and Accounts

Payable

The carrying amounts approximate fair value because of the short maturity of these instruments

Investment in Joint Venture

In 2009 the Company earned advisory fees for the sale of DLT Solutions Inc In lieu of cash the Company
received 3% interest in newly formed joint venture between DLT Solutions Holdings Inc and Martin Wolf
Securiiies LLC called DLT-MWS LLC DLT-MWS Since market prices are not available for the valuation

of this investment the Company contracted an independent third party to determine the fair value of the

instrument In 2009 this third party determined the value by estimating probability of exercise at discrete

intervals over time calculating the value of the investment at each interval and summing the value of the

investment at each interval During 2012 the Company estimated the value of the investment to remain

unchanged On December 31 2012 the Company distributed its investment in DLT-MWS to MWA



Martin Wolf Securities LLC

Notes to the Financial Statements

December 31 2012

Fair Value Measurements Continued

Assets and Liabilities Measured and Recognized at Fair Value on Recurring Basis

The table below presents the amounts of assets and liabilities measured at fair value on recurring basis as of

Deceniber3l 2012

Level Level Level Total

Assets at fair value

Investment in joint venture

Total assets at fair value

Changes in Level Instruments for the Year Ended December 31 2012

The table below summarizes the activity for nonmarketable equity securities measured at fair value on

recurring basis using significant Level inputs for the year ended December 31 2012

Level Level Level TotalBalanc $65000 $65000
Distribution of investment 65000 65000

Balance December 31 2012

Net Capital Requirements

The CDmpany is subject to the Securities and Exchange Commissions uniform net capital rule Rule 15c3-l
which requires the Company to mamtam minimum net capital equal to or greater than $5000 and ratio of

aggregate indebtedness to net capital not exceeding 15 to both as defined At December 31 2012 the

Companys net capital was $997788 which exceeded the requirement by $992788

Risk Concentration

Due to the nature of the merger and acquisition business the Companys investment banking fees during the

period was primarily the result of few transactions Approximately 71% of revenue was generated from three

customers and 70% of accounts receivable was due from one customer

Deposits at financial institution exceeded the federally insured limits by $784005 Of this amount $127720

was held in an uninsured money market account at year end

Related Party Transaction

Martin Wolf Associates Incorporated MWA is the Companys sole member MWA provides office space and

pays most overhead expenses for the Company The Companys results of operations and financial position

could differ significantly from those that would have been obtained if the entities were autonomous

The Company held membership interest in DLT-MWS which is co-owner of DLT Group Holdings In 2012
the Company collected $58081 on the note receivable from DLT Group Holdings



Martin Wolf Securities LLC

Notes to the Financial Statements

December 31 2012

Note Receivable

The Company received $200000 note receivable from DLT Group Holdings with stated interest rate of 3%
in exchange for services The note is payable in four annual installments of $58081 beginning October 2010

and was guaranteed by two principals in the transaction Due to the nature and term of the note the Company
contracted an independent third party for valuation of the note Based on the characteristics of the debt the note

was discounted to $145000 based on target return of 19.5% The carrying value of the note at December 31
2012 was $49741 which includes $5468 of unamortized discount and $2109 of accrued interest The current

year change to income related to the discount of the note was $18849

Subsequent Events

The Company has evaluated subsequent events througb March 11 2013 the date which the financial statements

were available to be issued
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Martin Wolf Securities LLC
Schedule

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

As of December 31 2012

Net Capital

Total members equity 1140094

Less Non-allowable assets

Accounts receivable 85022

Note receivable net of unamortized discount 49741

Prepaid expense 4989

Total non-allowable assets 139752

Net capital before haircuts 1000342

Less haircuts on securities 2554

Net Capitali 997788

Net minimum capital requirement of 2/3% of aggregate indebtedness of

$21642 or $5000 whichever is greater 5000

Excess Net Capital 992788

Reconciliation with Companys Net Capital Computation

Included in Part II of Form X-17A-5 as of December 31 2012

Net Capital as reported in Companys

Part II of Form X-17A-5 as of December 31 2012 345800

Increase in members equity 570150

Decrease in non-allowable assets 81838

Net Capital Per Above Computation 997788

See independent auditors report and accompanying notes
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Martin Wolf Securities LLC
Schedule II

Computation for Determination of Reserve Requirements Under

Rule 15c3-3 of the Securities and Exchange Commission

For the Year Ended December 31 2012

An exemption from Rule 5c3-3 is claimed based upon section k2i All customer transactions processed in

accordance with Rule 15c3-1a2

Information Relating to Possession or Control Requirements Under

Rule 15c3-3 of the Securities and Exchange Commissions

For the Year Ended December 31 2012

An exemption from Rule 15c3-3 is claimed based upon section k2i

12



ERNST WINTTER ASSOCIATES CertifiedPublicAccounlants

675 Ygnacio Valey Road Suite A200 925 933-2626

Fax 925 944-6333Walnut Creek CA 94596

Independent Auditors Report on Internal Control Required by SEC Rule 17a-5g1 for

Broker-Dealer Claiming an Exemption From SEC Rule 15c3-3

To the Member

Martin Wolf Securities LLC
San Ramori California

In plamming and performing our audit of the financial statements and supplemental schedules of Martin Wolf
Securities LLC the Company as of and for the year ended December 31 2012 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as basis for designing our auditing procedures for the purpose of expressing

our opinion on the fmancial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made study

of the practices and procedures followed by the Company including consideration of control activities for

safeguardirtg securities This study included tests of such practices and procedures that we considered relevant to the

objectives stated in Rule 7a-5g in making the periodic computations of aggregate indebtedness or aggregate

debits and net capital under Rule 7a-3a 11 and for determining compliance with the exemptive provisions of

Rule 5c3-3 Because the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the Company in any of

the followiig

Making quarterly securities examinations counts verifications and comparisons and recordation of differences

requird by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates and judgments by

management are required to assess the expected benefits and related costs of controls and of the practices and

procedures referred to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs previously mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance that assets for

which the Company has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error or fraud

may occur and not be detected Also projection of any evaluation of them to future periods is subject to the risk that

they may become inadequate because of changes in conditions or that the effectiveness of their design and operation

may deteriorate

13



deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in internal

control that is less severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify ani deficiencies in internal control and control activities for safeguarding securities that we consider to be

material wcaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of

this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act

of 1934 and related regulations and that practices and procedures that do not accomplish such objectives in all

material respects indicate material inadequacy for such purposes Based on this understanding and on our study

we believe that the Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2012 to meet the SECs objectives

This reporl is intended solely for the information and use of the member management the SEC and other

regulatory agencies that rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of

registered brokers and dealers and is not intended to be and should not be used by anyone other than these specified

parties

March 112013
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ERNST WINTTER ASSOCIATES CeriifiedPublicAccounlants

675 Ygnacio Valley Road Suite A200 925 933-2626

Fax 925 944-6333Walnut Creek CA 94596

Independent Accountants Report on Applying Agreed-Upon Procedures Related to an

Entitys SIPC Assessment Reconciliation

To the Member

Martin Wolf Securities LLC

San Ramon California

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the procedures

enumerated below with respect to the accompanying Schedule of Assessment and Payments Assessment

Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended

December 31 2012 which were agreed to by Martin Wolf Securities LLC the Company and the Securities and

Exchange Commission Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other

specified parties in evaluating the Companys compliance with the applicable instructions of the General Assessment

Reconciliation Form SIPC-7T The Companys management is responsible for the Companys compliance with

those requirements This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The sufficiency of these procedures

is solely the responsibility of those parties specified in this report Consequently we make no representation

regarding the sufficiency of the procedures described below either for the
purpose for which this report has been

requested or for any other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records entries

noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the
year ended December 31 2012 as

applicable with the amounts reported on Form SIPC-7 for the year ended December 31 2012 noting

$l55C696 less revenue reported on Form SIPC-7

Compared any adjustments reported on Form SIPC-7 with supporting schedules and working papers noting

$31576 less adjustments reported on Form SIPC-7

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules and

working papers supporting the adjustments noting no differences

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7 on which it

was originally computed noting the overpayment of $4102 from 2011 SIPC-7 was not reported on the 2012

SIPC-7

We were not engaged to and did not conduct an examination the objective of which would be the expression of an

opinion on compliance Accordingly we do not express such an opinion Had we performed additional procedures

other matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended to

be and should not be used by anyone other than these specified parties

March 112013
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